Introduction
Since the 1980s, in most of the OECD countries, the increase in the proportion of middle aged people and retirees has been accompanied by a reduction in inflation, and by monetary policies geared towards low inflation. This reveals differences in inflation aversion across generations 1 , a fact that can easily be explained. For example, in France and the United States, retired people hold around 2.5 times more Treasury bonds than the working population, and they are about three times less indebted.
2 No wonder retirees' inflation aversion is higher than the young's one.
It is also remarkable that, at least since the last two decades, central bank independence has been considered as a quick fix against inflation, a relation that stands robustly for developed countries (see e.g. Brumm, 2002) .
However, if central bank independence is a solution to a society's inflationary bias, and if older generations have higher degrees of inflation aversion, then the sheer fact of ageing should strongly weight on inflation. In which case, the negative relationship between inflation and central bank independence may no longer stand, once one considers demographic trends in the estimated equation.
Most of the empirical studies revealing the negative relation between central bank independence and inflation have been conducted in the 1990s, considering the period. Yet, this period includes a first phase when baby-boomers have started to consume and contract debts and a second phase, when they have started to fret about the protection of their savings. Hence, the coefficients on central bank independence may have captured (and in fact hidden) changes in populations' preferences.
The question we here consider is thus: is the impact of central bank independence different in ageing societies? We test for the respective influences of central bank independence and demography on inflation for developed countries, considered under the 1960-1994 period. This period is the one for which central bank independence indexes have been shown to be the most influential (see notably Cukierman, 1992) , permitting a direct comparison of our results with the literature. The conclusion however contains lessons to be drawn for the following periods.
The following section deals with the data sources and methods. The third section presents the results, while the last concludes.
1 Shiller (1997) 
Data and method
We estimate a reduced form model close to Lindh and Malmbergh (1998) We add to this equation a Central Bank Independence (CBI) index in order to distinguish between the influence of the latter and the part played by the elderly in the disinflation process. We also include a quadratic term for the elderly, to account for potential nonlinearities in the relationship.
Eventually, we add two control variables traditionally used in the literature, namely an output variable and the openness rate of the economy. For an increase in the output gap is expected to create additional inflationary pressures. And, conversely, the extra competitive pressure related to openness has been shown to exert a negative influence on prices.
The estimated equation is:
where indexes i and t refer respectively to country and year, g t is the output gap, computed as the difference between real output and potential output, divided by potential output. The latter has been generated using a Hodrick-Prescott filter, with a smoothing parameter equal to 100, as recommended by Hodrick and Prescott (1997) for annual data. or it is the openness rate, defined as the ratio of the sum of exports and imports to GDP. The use of country-fixed effects is de facto impossible, since we use Cukierman's (1992) time invariant CBI index. He computed this index from the central bank charters of the 1980s and covers independence for the whole period. The use of the same index for the whole period is usual in the literature since the case for independence has been made (Alesina and Summers, 1993) . For comparison purposes, we will also run regressions excluding the CBI index, in order to point out the exact influence of age structure on inflation:
We use annual data of consumer price index (CPI), of real GDP, exports and imports for 20 OECD countries 4 , all from the International Monetary Fund (International Financial Statistics). Age distribution data are from the United Nations population report (2004) . Since age data refer to end-of-the year estimates, the inflation variable is constructed as inflation in year t equal to log(CPI t+1 /CPI t ).
Estimates are performed over the 1960-1994 period, because it covers the ones used in most of the literature on the effects of central bank independence (see Hayo and Hefeker, 2002) . To test for the changing relationship between inflation and age structure/CBI index, we divide our sample period in three sub-periods: 1960-1972 (significant but controlled inflation), 1973-1979 (stagflation) and 1980-1994 (sustained disinflation) . Besides their obvious economic foundations, Hausman/Wald tests 5 support their relevance 6 .
Results
Preliminary investigations pointed out two problems. Firstly, Greece and Portugal appear as consistent outliers according to current mean/standard deviation criteria for the 1980-1994 period. Interestingly, no significant presence of outliers could be highlighted by the same criteria or the Hadi (1994) test for the two other sub-periods, or for the whole 1960-1994 period, apart from one or two observations. Secondly, a potential endogeneity problem has to be considered. Indeed, while both Hausman and Nakamura-Nakamura tests 7 accept the hypothesis of exogeneity for age shares and CBI index, they support strong evidence of endogeneity for the output gap and the openness rate. Instrumenting the output gap and the openness rate with their own lags and estimating by two stage least square (2SLS) provided an adequate solution 8 . Depending of the considered sub-periods, the number of lags used as instruments turned out to be two or three 9 . Finally, residuals have been corrected for heteroskedasticity using the White estimator of variance, and for autocorrelation using Bartlett kernel (Newey-West)-based estimations.
The results appear in Table 1 . Interestingly, they differ depending on the period / sub-period considered, revealing a varying impact of central bank independence and of age cohorts on inflation. For each period and sub-period, we report estimates for equations (1) and (2). We first compare the results for the whole period to those for the sub-periods, and then focus on the switches revealed by sub-periods analyses.
-----Insert Table 1 here -----First column in Table 1 shows the results for the whole 1960-1994 period. The set of age structure variables and the central bank independence index are significant with signs conform to economic intuition. The two control variables are also almost always significant and rightly signed, i.e. positive for the output gap and negative for the openness rate.
Furthermore, the influence of the different age shares is qualitatively identical over the global period and the sub-periods, except for the 15-29 category. For this class, the influence on inflation turns negative in the 1973-1979 sub-periods. Though young adults are likely to consume more than save, in these years their behavior has probably been credit-constrained and/or, for those already in debts, their attention has probably been brought to inflation 10 . It is also worth emphasizing that these outcomes are qualitatively very similar to the ones of Lindh and Malmbergh (1998), except for the share "75 and more". Though correctly signed, the share of the elderly does not significantly impact inflation on the whole period, whereas the CBI index displays the expected significant negative impact.
Turning to sub-periods analysis (columns (2) to (4)), it is striking to see that in the first two sub-periods, some age structure variables and central bank independence are both strongly significant. Everything thus happens, in the first two sub-periods, as if societies had to protect themselves from inflationary pressures. This result stands with Farvaque (2002) , that inflation-adverse-societies build institutions fitting their feelings. Hence, during the period under review, central bank independence clearly appears as a rational institutional choice, adopted by inflation adverse societies confronted with rising inflationary pressures.
However, demography appears to dominate the influence of institutional frameworks over the 1980-1994 sub-period. Central bank independence is now insignificant, while the weight of the retirees on inflation is strongly significant and negatively signed. These results show that independence is no longer so strongly needed when people have matured enough to resist the siren's song of inflation.
Concerning the non-linear impact of the share of elderly, as shown in Table 1 , the case for non-linearity is not overwhelming. The coefficient of the squared share of the elderly is in most cases negative but non-significant, and when significant (for the last sub-period, 1980-1994) , it is only at the 10 % level.
To check the robustness of these results, we undertake several sensitivity checks. First, including over the last sub-period dummy variables for European Monetary System membership and the adoption of inflation targeting frameworks for some countries delivered similar results. Second, using GDP growth instead of output gap brings quantitative identical results, while sometimes affecting very marginally the significance. More interestingly, controlling for intra-group correlation 11 leads to only one major change in the results: for the whole period 1960-1994, the coefficient on CBI index becomes clearly non-significant (t-stat equal to -0.87), confirming the role of age as a better and stronger predictor of inflation.
Conclusion
As shown by Forder (2005) , the belief in the benefits of central bank independence has spread quickly, and policymakers and politicians have endorsed the idea. In the years following the sample period under study, central banks have even become more independent.
As the countries in our sample have seen their people becoming older, they may have transformed their institutions beyond what is now required. However, institutions should exist to serve not just the current, but also the future generations. And, should the latter become more numerous, younger, and more turbulent, they would appreciate the bequest of central bank independence. 1960-1994 1960-1972 1973-1979 1980-1994 -7,190 -7,090 -2,520 -2,520 -3,200 -3,760 -5,960 -6,340 -3,450 -3,360 -0,120 0,370 -4,650 -4,150 -2,430 -2,410 
